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% Everyone’s lines are muted when entering the meeting. This is to prevent background noises from
g interrupting the presentation. Only the host is able to unmute someone.

B3 Layout Click on the Layout button to set your preferred viewing option.

If you would like to ask a question about the presentation, please use the Q&A box to send a

question to the presenter or a panelist. They will respond to your question(s) either during the
presentation or at the end of the presentation.

At the end of the meeting, there will be a survey with (9) evaluation questions about the
presentation. Your feedback is important to us, so please complete the survey after the webinar.
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The information in this presentation is intended to be an overview. It is
not a comprehensive explanation of all aspects of the subject matter,
does not represent legal advice, and is not legally binding on the
Department. Information regarding taxes and tax administration
changes frequently and should always be confirmed through a tax
professional.

Please refer to the Alabama Department of Revenue website at
https://revenue.alabama.gov/ for additional information.
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Purpose of this Webinar:

To inform Alabama taxpayers of the requirements and guidelines for
filing business income taxes in Alabama. This presentation will:

* Define business entity types
* Provide income filing requirements for each business entity type
* Discuss estimated taxes

* Review penalties and interest due
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Business Entity Types
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‘ Effective January 1, 2021 and thereafter, a
taxpayer can file as an Electing Pass-Through
‘m p or"‘ a n‘t Entity.
Notice
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For more information on Electing Pass-Through
Entities, see
https://revenue.alabama.gov/individual-
corporate/electing-pass-through-entities/

€ 4 ADOR:BEST!




Business Entities Types and Tax Reporting
[ | EmigTmedas [ TwcReportng | DueDats |

Sole Proprietor ¢  One owner *  For an individual income is reported on the Alabama No later than the corresponding
* Not a separate taxable entity Form 40, with the required attachments. Federal Income Tax Return as
required to be filed, as provided
under federal law.

Partnership *  Two or more owners/partners * Partnership income reported on Form 65, with the No later than the corresponding
* Income/loss passes through to required attachments. Federal Income Tax Return as
owners/partners required to be filed, as provided

under federal law.

S Corporation ¢ No tax at entity level (see Form * Income reported on Form 20S, with the required No later than the corresponding
208 for exceptions) attachments. Federal Income Tax Return as
*  Income/loss passes through to required to be filed, as provided
owners/shareholders under federal law.
C Corporation ¢ Taxed at entity level * Income reported on Form 20C, with the required No later than the corresponding
attachments. Federal Income Tax Return as

required to be filed, as provided
under federal law.
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Sole Proprietor

attachments. (See the form instructions.)

A single owner or single member LLC is a sole proprietor by default.
A sole proprietorship is not a separate taxable entity.

A sole proprietorship files an Alabama Form 40, with the required

The Alabama Income Tax Return is due no later than the corresponding

Federal Income Tax Return as required to be filed, as provided under

federal law.
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Sole Proprietor

o

2020  [IMNIMRRN

Alabama Individual Income Tax Return
RESIDENTS & PART-YEAR RESIDENTS
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For the year Jan. 1 - Dec. 31, 2020, or ofhe tax year. _ Beginr " e Yo R
.
iram T | Ctname
o |eo
T | Lstname .
. .
TreToTe SEES oow i Box e .
.
G ]
. . . .
Check faddress | Fown coumiy
o [] isouside US CHECK BOX IF AMENDED RETURN o [
Filing Status/ 1 @[] s1,5008ingle 3 @ [] $1,500 Maried fiing separate. Complete Spouse SSN @
Exemptions
2 @[] $3,000 Married filing jeint 4 @[] §3,000 Head of Family (with qualiying person). Complete Schedule HOF.
Sa Alabama Income Tax Wirheld (fiom Schedule W-2, e 16, colmin G [_A~ Alabama tax withheld B - Income.
b Wages, salaries, tps, etc. (rom Schedule W-2, ne 18, column | plus J): . [ sa]e [00] sn]e 00
Income 6 _Interast and dividend income (also aftach Schedule 8 ifover $1.500). _ - 00
and (7 Otherincome ftom page 2. Far L ine)....... 7 e @
Adjustments 8 Total income, Add amounts in the income column for fine 5 through fine 7.......... 8 |®
9 Total adjustments to income (from page 2, Part l line 15) ¢ [ g]e 00
10 Adjusted gross income. Subtract fine 9 from line 8 ...l 10]e 00
Deductions " Checkbox . yu emiza deductions,and enter amourt fom Schedul A, 27 80¢ 3 o b MUST b chacked
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Sole Proprietor

VRN IR W REU R RN FRTE R R 1R

Form 40 (2020) Page 2

PARTI RO TR (2 o S T e S T S T e R I e e 1|e 00

(2 Business income or (loss) (atfach Federal Schedule C or C-EZ) (see i o ST YT — 2 |e 00

3 Gain or (loss) from sale of Real Estale, Stocks, Bonds, elc. (affach Schedule D) ............ooooiiiiiiiiiiiiiiinians, 3|e 00

4a Total IRA distributions 0 00 | 4b Taxable amount (see insiructions). b e 00

Other 5a Total and annuiti 5a |@ 00 | 5b Taxable amount (see instructions) 5b (@ 00

Income Re ies, partnerships, estate attach Schedule E). ) e 6 |® 00
(See page 12) - e ‘

Farm income or (loss) (attach Federal SCheAWle F). . ................c.ceuveeeeeeienieieeennn.. o T e 7 (e 00

8 Otherincome (state nature and source — see instructions) 8 |e 00

9 Tofal other income. Add lines 1 through 8. Enter hereand alsoonpage 1, B0 7. .. ..ot 9 e 00
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Partnership

ALABAMA

REVENUE @ 2 ADOR:BEST!

12




ALABAMA
DEPARTMENT OF

REVENUE

Partnership

A partnership is the relationship existing between two

or more persons, who join to carry on a trade or
business.

Each person contributes money, property, labor, or

skill, and expects to share in the profits and losses of
the business.

€ 2. ADOR:BEST!
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Partnership

* Income/loss of the partnership is reported on Alabama Form
65, with the required attachments. (See the form

instructions.)

* This informational return is due no later than the
corresponding Federal Return, as required to be filed under

federal law.
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Types of Partnerships

There are four types of partnerships:

General Partnership

Limited Liability Company (LLC)
Limited Partnership (LP)

Limited Liability Partnership (LLP)

€ 4 ADOR:BEST!
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General Partnership

In a General Partnership, each partner has
unlimited personal liability.
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Limited Liability Company (LLC)

An LLC protects the owner from personal liability and all
profits/losses are passed through to your personal income
without facing corporate taxes.

Depending on the elections made by the LLC and the
number of members, the IRS will treat an LLC as either a
corporation, partnership, or as part of the LLC owner’s
tax return (a “disregarded entity”).
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Limited Partnership (LP)

An LP has one general partner with unlimited
liability and all other partners have limited
liability.

ALABAMA
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Limited Liability Partnership (LLP)

In an LLP, every owner has limited liability and
is protected from the actions of the other

partners.
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Partnership

I FORM

I,

CYel

9020

6 5 Department of Revenue
o e 52/53 Week o
Partnership/Limited Liability Company Return of Income
Important! For Galender Year 2020 o Fiscal Year
= | beginning ® . 2020, and ending ®
You Must Gheck | — iling : (see instructions)
. Bax: | FEOEA FEDERAL EMPLOYER DENT o[ 1.0 .
e o ompany operating
| Amended Retum  [am o Gampary only in Alabama.
o B s i ] 2. Mutistate Company -
Apportionment (Seh. C).
|| Final Retum ® [ ] 3.Mulistate Company
_ u "
] General Parinership el oo Separate Accounting
. L
‘ P [Ciyortom Sl |3 Dgi P Gode (Prior written approval
O uewe 5 g1 b required and must be
O attached) or Sch. B
] qualfied Investment b lloca
Partnership ] non-business allocation
= ) Federal Audil Ghange . only.
ol Public Housind [ Greckf he company quafesfor e Adbarma Number of Members
g Enterprise Zone Gredit orthe Gapil Cred, ..., ® L | During The Tax Year... ... L
© [ pusic Traded 5
Stalo n Which Corgany Was Formed | Nature of Business Date Quaified in Alsbama | Number of Nonresident Members.
o | seriesLLC . Included in Composite Filing

UNLESS A COPY OF FEDERAL FORM 1065 IS ATTACHED THIS RETURN IS INCOMPLETE

Caution. Include only trade or business income and expenses on lines 1a through 22 below. See the instructions for more information.

Federal Income

1. 2. Gross receipis or sales

b, Retuns and allowances.. ..

©. Balance, Subtract fine 1 from fing 1a

Cost of goods sold (attach Federal Form 1125-A)
Gross Profit. Subtract fine 2 from line 1¢
Ordinary income (loss| from other parinerships, estates, and frusts (from Schedule P, ine 1d)
Netfarm prolit(loss) attach Schedule F (Federal Form 1040)

€ 2 ADOR:BEST!
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Schedule K-1 to be filed with

Form 65 for Partnerships
—]

T W1 e N 4ueavs Deescer of Revexus
K_1 INCOME TAX ADMINISTRATION DIVISION

(Form 65) Owner’s Share of 2 0 20
Income, Deductions, Credits, etc.

SEE INSTRUCTIONS

® || Final K-1
. ﬂ QP Tax year beginning , 2020 and ending . 20 . : Amended K-1
" ¢ Partner’s Share of Current Year Income, Deductions
Information About the Partnership PART IlI Credits, and Other ltems X X
A | Partnership's Employer Identification Number Distributive share allocated and Distributive share lo be reparted by
apportioned to Alabama Alabama Residents
B | Partnership's name, address, city, state, and zip code G Ordinary income (loss) G2 | Ordinary income (loss)
. .
H Net rental real estate income (loss) H2 | Net rental real estale income (loss)
- .
) ] Guaranteed payments 12 | Guaranieed payments
Information About the Partner . e
C | Partner's identifying number (Da not use TIN of a disregarded entity) J | Portiolio income J2 | Portfolio income
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S Corporation

An S Corporation (S Corp) passes income, losses,
deductions, and credits through to their shareholders,
who report the flow-through of income and losses.

This allows an S Corp to avoid double taxation on the
corporate income.
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S Corporation

- S Corporations are Pass-Through Entities because the
income/loss passes through to the shareholders.

* The income/loss is reported on Alabama Form 20S, with the
required attachments. (See the form instructions.)

* Form 20S is due no later than the corresponding federal
return, as required to be filed under federal law.

ALABAMA
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FORM

™ 208

For the year Jan. 1 - Dec. 31, 2020, or other {ax year beginning ® _

» Important
Check
applicable box: TME

Initial .
. D Return

S Corporation

reso oL L1 e

, 2020, ending ® o m__ |
‘ FEDERAL EMPLOYER IDENTIFICATION NUMBER
.

cre[]

.- 2020

52/53 Week @ [
Filing Status: (ses instructions)
. D 1. Corperation operating anly in
ama.

FEDERAL BUSINESS CODE NUMBER
.

® | | 2 Muitistate Corparation —
Apportionment {Sch. C).
® [ 3 Multistate Corporation - Separate

DRESS

oY STATE SDIGIT ZP CODE
~ Final . L [ Accounting (Prior written approval
. [_l Refurn [ STATE OF INCORFORATION WATURE OF BUSINESS TATE GUALIFIED M ALABAMA required and must be attached) or
Aniirdat 1% . . Schedule B.
* | Rewm SSTATUS

[ WUMBER OF SHAREHOLDERS |NLIMB ER OF NONFESIDENT SHAREHOLDERS |FEDEHJIL
DURING TAX YEAR @ INCLUDED IN COMPOSITE FILING @
1. 8. Gross receipls orsales. ..............ooceuees
b. Returns and allowances v
¢. Balance. Subtract line 1b from line 1a

AUDIT GHANGE @ | ELECTION TERMINATION @

| 1a]e

L[]

Federal 2. Cost of goods sold (attach Federal Form 1125-A)...
Income 3. Gross Profit. Sublract line 2 from line 1¢
4. Net gain (loss) from Federal Form 4787, Pant Il line 1? (auacn Federal Fcrm 47971
5. Other income (loss) {attach statement)
ALABAMA
B ADORBEST!
REVE N U E e ge dl . « « .0
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.
Schedule K-1 to be filed with
Form 20S for S Corporations
T 1 ey M~ oz Deeasnaer or Revec
K 1 INCOME TAX ADMINISTRATION DIVISION
(Form 208) Shareholder’s Share of 2 0 20
Income, Deductions, Credits, etc.
SEE INSTRUCTIONS o1 Final K1
Schedule K-1 to be filed with Form 20S for S Corporatlons =
Tax year beginning , 2020 and ending o || Amended k-1
Information About the Corporation B ey . VR Ywak ou e, asbictone,
A | Corporation's Employer Identification Number Distributive share allocated and Distributive share lo be reparted by
apportioned to Alabama Alabama Residents
B | Corporation’s name, address, city, state, and zip code G | Ordinary income (loss) G2 | Ordinary income (loss)
L] L]
H Net rental real estate incoma (loss) H2 | Net rental real estate income (loss)
L] L]
" 1 RESERVED FOR FUTURE USE 12 | RESERVED FOR FUTURE USE
Information About the Shareholder

C | Shareholder’s identifying number J Porttolio income J2 | Portiofio income
ALABAMA
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C Corporation
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C Corporation

A C Corporation is an entity that is separate from its
owners. It can make a profit, be taxed, and can be held
liable. This structure is independent of its
shareholders.
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REVENUE € 2 ADOR:BEST!

28



ALABAMA
DEPARTMENT OF

REVENUE

C Corporation

* C Corporations are taxed at the entity level.

* Income i1s reported on Alabama Form 20C, with the
required attachments. (See the form instructions.)

* Form 20C is due no later than the corresponding federal
return as required to be filed under federal law.
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200 |IIHIII|I|[I|III||II|I\|IIII|I|ILI|

For

C Corporation

Alabama

Corporation Income Tax Return

the year January 1 - December 31, 2020, or oiher tax year baginning @ 2020, ending &

Department of Revenue

2020

5253 WK

FEDERAL BUSINESS COOE NUMBER

wuhl‘ A I FEDERAL EMPLOYER DENTIFICATION NUMBER Filing Status: see instructions)
ol + 1 1.Copuaonspeatng sy
o] pggom |foreEss @ SUITE. FLOOR, ETC @ - 2 Mulistate Corporation -
il JSATE GO F wT U%) |06 26 Go0E =% peportonment (Sch. 0-1)
return | o ] 3, Multistate Corporation -
Final  [TES [oreer ATE GUALIED ¥ ALKEAUA ATURE OF BUSINESS M ALABAMA Percentage of Sales (Sch. D-2)
@1 returm . | . ‘-
| o] 4 Mutistate Corporation - Separate
e ;\e‘n‘:emnﬁed = S mpnet O] . e — Accounting (Prior written approval
Federal | ® FeseimPent tiame FEN Nepitacqnc il be shected)
. a@?’a g e o] 5. Prolorma Retum — fles s part of
change S P Alabama Affiiated Group
] Federal Form 1 120-REIT tied @[] 22000 Anched ] Scheduse of Adustments 1 FTI
1 FEDERAL TAXABLE INCOME (see instructions) ... ... 1]e
2 Federal Net Operating Loss (included in ine 1)... J2]e
3 Reconciiation adjustments (from line 26, Schedd AJ B KD
4 Foderal taxable income adjusted to NabamaBass{adeneslz‘ nd3ﬁ . g R ™ [
5 Net nonbusiness (income)/loss - Evemcreummsmmaecmezcom. e S S R 5o
6 Apportionable income (add lines 4and 5} ............ = | 6l 1
7 Alabama apportionment factor (from fine 27, Schectie 0-1) . 0 %
8 Income apportioned to Alabama (multiply line 6 by fine 7)... Ssiusbaveadsiossssasiatarsatbsnntisnsassainssanases | 5]
9 Net nonbusiness income/{loss) mma;rmsmmcmzwrn P ————. K1C
10 Alabama income betore federal income tax deduction (line 8 plus kne 9) 10 e
11a Federal inenme tax deciction irahinel) drmm fing 12 Schackile F1 t1ale

€ 2 ADOR:BEST!
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Entity Classification Election
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Entity Classification Election — Form 8832

* An entity uses Federal Form 8832 to elect how it will be classified for
federal tax purposes.

* If a domestic entity election is not made, it will default to either a
partnership (two or more members) or a disregarded entity separate
from its owner (single owner).

* The State of Alabama will follow the federal entity classification
election.

* These forms can be found on the IRS website https://www.irs.gov/.

Rk © 2 ADOR:BEST!
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Estimated Taxes
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What is Estimated Tax?

Estimated tax is a quarterly payment of taxes
due based on the filer’s reported earned income
for the period.

€ 4 ADOR:BEST!
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Estimated Taxes -
Individual/Pass-Through Entities

General rule: In most cases, you must pay Alabama estimated taxes for the current
year if both of the following apply:

1. You expect to owe at least $500 in Alabama income tax for the current year,
after subtracting withholding and credits and

2. You expect your withholding plus your credits to be less than the
smaller of:

* 90% of the tax to be shown on your current year tax return, or
* 100% of the tax shown on your previous year’s tax return

For Individual - See Form 2210AL
For Pass-Through Entity - See Form 2220AL

Eeukie € 2. ADORBEST!
35
Estimated Taxes -
Individual/Pass-Through Entities
Estimated taxes may be paid in full (by January 15™) or in equal installments
on or before:
e April 15"
e June 15t
* September 15
« January 15%
See https://revenue.alabama.gov/individual-corporate/electing-pass-through-entities/ for Electing Pass-
Through Entity guidance.
Eeukie € 2. ADORBEST!
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Estimated Taxes - Corporations

* A corporation that has an Alabama income tax liability in excess of $500 must pay
estimated tax.

* The required installments shall be 25% of the required annual payment.
* The required annual payment generally means:
= The lesser of 100% of the tax shown on the return for taxable year, or

= 100% of the tax shown on the return of the corporation for the preceding taxable
year.

* Payment due dates:
* 15t payment is due by the 15" day of the 4™ month of the taxable year.
o 2nd 3rd and 4t payments are due by the 15 day of the 6, 9t and 12t months,
respectively.

See Form 2220AL - Underpayment of Estimated Taxes by Corporations.

e © 2 ADOR:BEST!
Penalties and Interest Due
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Penalties

* Failure to Timely File Penalty
10% of tax due or $50; whichever is greater
* Failure to Timely Pay Penalty
- 1% of tax due per month; maximum 25% (e.g., income tax returns)

- Flat rate of 10% of tax due for monthly and quarterly returns (e.g.,
sales, lodgings, or rental tax returns)

* Negligence Penalty (intentional disregard for rules and/or regulations)
5% of tax due
* Fraud Penalty (o purposely deceive)

50% of tax due
someer © 2. ADOR:BEST!
39
Interest Due
* [f the tax is not timely paid, interest is also due and by law cannot be
waived.
* The rate of interest changes because it is the same rate as established
by the U.S. Secretary of the Treasury under the authority of 26 U.S.
Code § 6621.
* Current interest rates can be viewed at:
https://revenue.alabama.gov/assessments/quarterly-interest-rates/
someer © 2. ADOR:BEST!

40



Helpful Links on
ADOR’s Website
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INCOME TAX

Tnce T i rrgorsble f e st of vl o 1, bsmoss vl s, coporni s
o b, Corprm oy v st e, ol o e . kg e ( io to,

revenue.alabama.gov/individual-corporate/

SeRE s i Ak * Due Dates

File o & " entel Raseuct ax. pertamng

o e e Tax Laws
—

- e Forms
¢ Administrative Rules

Current 1
i foms po Alebara s sprctic
= B * FA
[remm— Pap—
5 sesues
ot M
Construction Empl Assessment Procedures  Form: FAQ
Fee eformat o avseamcst Accen e e Fadthe
— ot sboct fncome
dore
o poy e procedores i
% BaadMad
Ll R M
BaadMare
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Go to:
revenue.alabama.gov

Click on “Businesses”

See links under “Income
Tax”
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& MOTOR 3 = conT:

Alabama
Department SERVICES FORMS LEGAL NEWSROOM ABOUT

of Revenue
Businesses Home + Businesses

The quick links below have been curated specifically for businesses looking for information on filing taxes, obtaining
licenses, registering a business, and other services provided by the Department of Revenue. The header boxes above
the link lists will take you to that division's page.

Administers individual income tax, business Administers. collects and enforces taxes, incheding
painilege 1ax. corporate income 12X, pannerships, sales tax and consumers X,
$-Corporatisn. .20 sxiate 2, finaasial
el TR b g S Simplified Sellers Use Tax
Alabama Accountability Act ONE SPOT
Dus Dates ‘Sales Tax Holidays
Corparate Taxes TaxRates
Withholdive Tax Auséasniat Procdicts
Pastoerships 11.Cs & S-Corps o 1o Close o Business
Follow Us Eaduciary & Extate Tax
[ e | R
w 15
Anessment Procedures

@ 2 ADOR:BEST!
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Go to:
revenue.alabama.gov

Click on “FORMS”

Type the form name or
number in the Search bar.
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R MOTOR VEHICLE = CONTACT
Alabama
Department NEWSROOM ABOUT
of Revenue
Forms Heme » Forms

Access forms. form instructions, and worksheets for each tax division below. The list 1s currently sorted first by division and then by
category. You may search for a specific form by typing in the search bar, or sort the list by clicking on any of the column headers. You
may filter by diviston, category, and year using the dropdown menus at the bottom of the forms table

All forms will download as a PDF. Please efer to the listof dresses for i te forms. For income tax form orders, please use this contact form

Show| | enties ) s

Number Title Division Category Year |F
2020 Form 65 2020 Partmership Limited Liability Company Resm of  [ncome Tax $-Corp and Partnenship LLC 2020
Instructions Income

2020 Schedule K-1 (Form65  Ower's Share of Income, Dedustions, Credits, etc Income Tax §-Corp and Parinership LLC 2020
[0

Instructions

MV 40-12-265. ] Application for Replacement Credentials Motor Vehicle Registration (MV) 2020
2019 Form 65 2019 Parinership Limited Liability Company Retom of  Jmcome Tax $-Corp and Parinership LLC 2018
Instryctions Income

2019 Schedule K-1 (Form 65 Owner's Share of Income, Deductions, Credits, etc Income Tax. §-Corp and Partnership LLC 2019
lnstructions

Esderal Income Tax Deduction  Federal Income Tax Deduction Worksheet IRC Section.  [ncome Tas Corporate Tax 2018
Worksheet [RC tion 965 965

2018 Form 65 2018 Partaership Lumited Liability Company Retom of  Income Tax §-Corp ané Partuership LLC 2018
Instructions Income
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Taxpayer Service Centers

The Alabama Department of Revenue has nine Taxpayer Service Centers
located throughout the State to assist you. Contact information for the Service
Centers can be found at:

https://revenue.alabama.gov/taxpayer-service-centers/

ALABAMA ;
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Thank you for being
ADOR’s B.E.S.T.!

B.E.S.T. Webinar presentations can be found at
https://revenue.alabama.gov/taxpayer-advocacy/b-e-s-t-seminars/b-e-s-t-
webinar-schedule/

Also available are B.E.S.T. Learning Modules at
https://revenue.alabama.gov/taxpayer-advocacy/b-e-s-t-seminars/watch-
modules-online/

ALABAMA ;
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Questions?

Please use the Q&A feature in Webex to ask the presenter questions.
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